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KANNALAND MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 
3 employee benefits (CONTINUE) 

3.1 Post Retirement Health Care Benefits 


Sensitivity Analysis on the Accrued Liability 




In-service 

Continuation 





members 

members 





liability 

iiabinty 

Total liability 


Assumption 


(Rm) 

(Rm) 

(Rm) 

% change 

Central Assumptions 


2.346 

3.191 

5.636 


The effect of movements in the assumptions is as follows: 
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liability 

liability ' 

Total'liabllity 


Assumption 

Change 

(Rm) 

(Rm) 

(Rm) 

% change 

Health care Inflation 

1% 

2.858 

3.431 

6.289 

14% 

Health care inflation 

-1% 

1.930 

2.990 

4.928 ‘ 

-11% 

PosUetlrement mortality 

-1 year 

2.442 

3.303 

5.746 

4% 

Average retirement age 

-1 year 

2.656 

3.191 - 

• 5.847 

6% 

Withdrawal Rate 

-50% 

2,622 

3,191 

,6,814 

5% 

Retirement funds 







The Municipality makes provision for post-retirement benefits to eligible councillors and employees, who 
belong to different pension schemes. These funds are governed by the Pension Funds Act, and Include 
both defined benefit and defined contribution schemes. 

Both the Cape Joint Fund and (^ape Retirement Fund are multi-employer plans. This means that there are 
multiple local authorities that participate In these funds. GRAP25.31 state that when sufficient Information is 
not available to use defined benefit accounting for a multi-employer plan, an entity will account for the plan 
as if it v/ere a defined contribution plan. 

The Municipality was not supplied with Information on the Municipality’s share of the Pension and 
Retirement Funds’ assets by the fund administrator. 

Combined plans (Including both defined benefit and defined contribution members) 

CAPE JOINT PENSfON FUND 

The contribution rate payable Is 9%, by the members and 18% by Council, The last actuarial valuation • 
performed for the year ended 30 June 201 0 revealed that the fund is in a sound financial position with a 
funding level of 100% (30 June 2009 -'100%). Since the fund's financial year end at 30 June 2009, Its 
actuary had been investigating the investment return for the past financial year. It v/as reported that the 
established Investment return svas -0.94%. Local authorities, Including the Municipality, associated with the 
fund are under an obligation to contribute pro-rata to the fund such a sum as will make up for any shortfail 
between the actual earnings and an Investment return of 5.5% on all Its assets. The pro-rata portion ov/ed 
by the Municipality was calculated at R221 047. Refer to nolo 6 for’ provision made. 

CAPE JOINT RBTfREMENT FUND 

The contribution rate paid by the members (9,0%) and Council (18,0%). The last actuarial valuation 
performed for the year ended 30 June 2010 revealed that the fund Is in a sound financial position with a 
funding level of 100,3% (30 June 2009 - 103,3%). 

Defined contribution plans 


Council conlribute to the Government Employees Pension Fund, Municipal Council Pension Fund, IMATU 
Retirement Fund and SAMWU National Provident Fund \yhlch are defined contribution funds. The retirement 
benefit fund Is subject to the Pension Fund Act. 1956, with pension being calculated on the pensionable 
remuneration paid. Current contributions by Council are charged against expenditure on the basis of current 
service costs. 


Contrlbullof>s paid recognised in the Statement of Financial Performance 


2011 2010 

R R 

2,081,172 1,718,557 
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KANNALAND MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 
EMPLOYEE BENEFITS (CONTINUE) 


2011 

R 


2010 

R 


Long Service Awards 


Reconciliation of present value of fund obligation: 

Present value of fund obligation at the beginning of the year 
Total expenses 

Current service cost 
Interest Cost 
Benefit Vesting 

Actuarial (galns)/losses 

Present value of fund obligation at the end of the year 
Less; Transfer of Current Portion - Note 7 

Balance 30 June ‘ 

Sensitivity Analysis on the Accrued Liability 


Key actuarial assumptions used; 

i) Rate of interest 

Discount rate 
General Salary inflation 
Net Effective Discount Rate 

Current Service 

Change Cost Interest Cost 

93.954 60,528 

1.00% 100,011 64,942 

-1*00% 88,584 56,551 

-2 years 89,735 66,662 

+2 years 99.620 64,816 

-50.0% 116,616 71,983 


non-current provisions 


Assumption 
Central Assumption 
General Salary inflation 
General Salary Inflation 
Post-retirement mortality 
Average retirement age 
Withdrawal Rate 


Provision for Rehabilitation of Landfill-sites 
Total Non-current Provisions 


Provision is made for the estimated cost of rehabilitating waste sites. The provision has been ^ 

the basis of a recent Independent study. The cost factors derived from ^ ® 

engineers have been applied and projected at an annual Inflation rale of 6/o and discounted to Pfessm 
va^uVaf the return on Investments of 6.42%; hence the difference. The payment dates of total closure and 
rehabllltadon are uncertain, but are currently expected to be behyeen 2012. 


/ andflll Sites 

Balance 1 July 
Interest Expense 

Total provision 30 June 

Less; Transfer of Current Portion to Current Provisions - Note 7 
Balance 30 June 


CONSUMER DEPOSITS 

Electricity and Water 
Total Consumer Deposits 

Guarantees held In lieu of Electricity and Water Deposits 


775,065 

86,550 

727,524 

61 .293 

93,954 

85,390 

80,528 

' 52,514 

(67,932) 

(86,611) 

20,766 

(13,752) 

882,381 

775,065 

‘ (118,309) 

(67,932) 


764,072 707,133 


2011 

2010 

% 

% 


7.81% 

8.16% 

'6.27% 

6.19% 

1.44% 

1.86% 


Total 

% Change 

154,482 

164,953 

7.00% 

145,135 

-6.00% 

146,297 

-5.00% 

164,436 

6.00% 

188,699 

22.00% 

4,693,800 

4,316,481 


4,593,800 4,316,481 


4,316.481 

4,107,183 

277,319 

209,298 

4,593,800 

4,316,481 

- 

- 


4,693j80O 4,316,481 


643,341 

520,849 

643,341 

520,849 

- 

- 


The fair value of consumer deposits approximates their carrying value. Interest Is not paid on these 
amounts, 
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CURRENT EMPLOYEE BENEFITS 

2011 

R 

2010 

R 

Current Portion of Post Rettremer^t Health Care Benefits - Note 3 

339,445 

2T4,620 

Staff Leave 

1,263,940 

785,783 

Bonuses 

528,608 

470,915 

Total Current Employee Benefits 

2,134,993 

1,531,318 

The movement In current employee benefits are reconciled as follows: 

Staff Lbavo 



Balance at beginning of year 

785,783 

712,891 

Contribution to current portion 

481,157 

72,892 

Balance at end of year 

Staff leave accrued to employees according to collective agreement. Provision Is made for the full cost of 
accrued leave at reporting date. This provision vrill be realised as employees lake leave. There Is no 
possibility of reimbursement. 

1,266,940 

785,783 

Bonuses 

Balance at beginning of year 

470,915 

- 

Contribution to current portion 

67,693 

470,915 

Balance at end of year 

528,608 

470,915 


Bonuses are being paid to all municipal staff, excluding section 57 Managers. The balance at year end 
represent to portion, of the bonus t.hat have already vested for the current salary cycle: There Is no 
possibility of reimbursement. 


PROVISIONS 

Current Portion of Rebab/IKatlon of LandfllFsItes - Note 3 
Total Provisions 

payables from exchange transactions 

Trade Payables 

Sundry Creditors 

Payments received fn advance 

Retentions 

Sundry Deposits 

Total Trade Payables 

Payables are being recognised net of any discounts. 

Payables are being paid within 30 days as prescribed by the MFMA. This credit period granted Is . 
considered to be consistent v/ith the terms used In the public sector, through established practices and 
legislation. Discounting of trade and other payables on Initial recognition Is not deemed necessary 

The carrying 'Value of trade and other payables approximates Its fair value. 

Sundry deposits include library deposits. 


- 


7,024,664 

2,742,760 

3,665,949 

4,280,612 

689,496 

701,968 

374,670 

.1,808,690 

88,135 

62,813 

11,832,814 

9 , 506,752 
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KANNALAND MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 50 JUNE 2011 


2011 

R 


2010 

R 


UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 


Unspent Grants 

National Government Grants 
Provincial Government Grar^ts 
District Municipality 
Other Grant Providers 

Less; Unpaid Grants 

National Government Grants 
Provincial Government Grants 
District Municipality 
Other Grant Providers 

Total Conditional Grants and Receipts 


5,528.678 8‘, 767, 563 


3,495,463 
• 1,476,107 
293.084 
264.024 

4,003,644 

2,988,038 

1,000,090 

775,791 

789,914 

506,373 

702.064 

. 


95,467 

07,850 

407,957 

. 

2,949 

4,738,764 

8,261,190 


See appendix “D'’ for reconciliation of grants from other spheres of government. The municipality complied 
with the conditions attached to all grants received to the extent of revenue recognised. No grants v/ere 
withheld. 


TAXES 


10.1 VAT PAYABLE 

VAT Payable 

VAT output In suspense 

Total Vat payable 

10.2 VAT RECEIVABLE 

VAT Refundable 
VAT Input in suspense 

Total VAT receivable 

1 0.3 NET VAT RECEIVABLE/(PAYABLE) 

VAT is receivable/payable on the cash basis. 



(643,704) 

3,196,376 

2,707,914 

3,196,375 

2,164,210 


137,835 

- 

813,122 

298,088 

950,957 

298,088 

(2,245,418) 

- (1.866.122) 
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NOTES TO THE FINANCiAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 


INVESTMENT PROPERTY 


2011 

R 


2010 

R 


Net Carrying amount at 1 July 
Cost 

Accum^la^^ct Depreciation 
Depreciation for the year 
Net Carrying amount at 30 June 
Cost 

Accumulated Depreciation 

INTANGIBLE ASSETS 
Computer Software 
Net Carrying amount at 1 July 
Cost 

Accumulated Amortisation 

Additions 

Amortisation 

Net Carrying amount at 30 June 
Cost 

Accumulated Amortisation 

The following material Intangible assets are included In the carrying value above 

Ramainlno Amortisation 

' Description 

Microsoft Office and Windows softvdare S' 

No Intangible asset v/ere assed having an Indefinite useful life. 

There are no internally generated Intangible assets at reporting date. 

There are no Intangible assets whose title is restricted. 

There are no Intangible assets pledged as security for liabilities 

There are no contractual commitments for the acquisition of intangible assets. 

CAPITALISED RESTORATION GOST 
Net Carrying amount at 1 July 

Cost 

Balance previously reported 

First time recognition of Capitalised Restoration Cost - At Cost Note 33.20 
Accumulated Depreciation 

Balance previously reported nn 

First time recognition of Capitalised Restoration Cost - Backlog Depreciation ^ Note 33.20 

Accumulated Impairments 
Acquisitions 

Depreciation for the year 

Balance previously reported 

Recognition of Depreciation for 2009/2010 - Note 33.20 
Impairment 

Net Carrying amount at 30 June 
Cost 

Accumulated Depreciatiori 
Accumulated Impairment 


667,806 668,707 


670,609 I 
(2,703) j 

670.609 

(1,802) 

(901) 

(901) 

666,905 

667,806 

j 670,509 

1 (3,604) 

670,609 

(2,703) 

263,980 

305,217 

546.863 

(282.804) 

501.773 

(196,555) 

38,405 

(95.950) 

45,091 

(86,349) 

206,415 

263,960 

585.269 

(378,854) 

546,863 

(282,804) 

Carrying Value 

2011 2010 

R R 

206,416 

263,960 


R 

R 

73,092 

114,780 

1,273.227 

1,273,227 

- 

1.273,227 

(1,106.707) 

(1,158,447) 

. 

(1,158,447) 

(3,428) 


(36,547) 

(38,260) 

- 

(38,260) 

(11,142) 

(3,428) 

25,403 

73.092 

1,273,227 
' (1,233.254) 
(14,570) 

1,2/3.227 

(1.196.707) 

(3,428) 


2011 2010 
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KANNALAND IVlUNfCIPAUTY 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 


NON-CURREWT INVESTMENTS 
Fixed Deposits 

Total Non-Cufrent Investments 


Fixed Deposits are Investments with a maturity period of more than -12 months and earn interest of 13.2 % 
per annum. 

Investments to the value of R3 124 341 are pledged as security for long term liability - Refer to note 2 

Fixed deposits consist out of the following accounts 
RMB FIXED DEPOSIT 


Included in Non-Current Investments are balances ring-fenced for the following specific purposes 
Repayment of long term liabilities 

LONG-TERM RECEIVABLES 
Golf Club 

Less; current portion transferred to current receivables 
Golf Club 

Total Non Current Long Term Receivables 


INVENTORY 

Consumable Stores ■■ At cost 
Total Inventory 


receivables from exchange transactions 

Electricity 
Water • 

Refuse 

Sewerage 

Housing 

Other 

Total Receivables from Exchange Transactions 

Less: Allowance for Doubtful Debts 

Total Net Receivables from Exchange Transactions 

Consumer debtors are payable v/ithin 30 days. This credit period granted Is considered to be consistent vA\h 
the terms used in the public sector, through established practices and legisfatlon. DIscountmg of trade and 
other receivables on initial recognition is not deemed necessary 

Ageing of Receivables from Exchange Transactions; 

(^l&cirlcliv): A.qeLnfl 

Current (0 - 30 days) 

31 -60 Days 
61 - 90 Days 
+ OODays 

Total 


R 

R 

3,124,341 

2,749,438 

3,124,341 

2,749.438 

3.124,341 

2;749.438 

3,124,341 

2,749,438 

3,124.341 

2,748.438 

3,124,341 

2,749,438 

13,691 

16.950 

13.691 

16.950 

<3 .$25) 

<3,259) 

(3.526) 

(3.259) 


10,166 

13,691 

‘1.061,260 

1,238,385 

1,061,260 

1,239,385 

2.232.046 
2,864,191 
10,891.436 
13.180.671 
535,35 r’ 
4,673,758 

1,976,976 

2.230,632 

9,639,282 

11,763,160 

615,351 

4,119,492 

34,377,459 

(31,080,332) 

30,144,893 
■ (?7, 135, 067) 

3,297,127 

3,008,926 

1.635.219 

100,724 

67,665 

438,437 

1.448,352 

89,214 

61,076 

388,334 

2,232,046 

1,976,976 
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